§36.4279

§36.4279 Extensions and reamortiza-
tions.

(a) Provided the debtor(s) is (are) a
reasonable credit risk(s), as determined
by the holder based upon review of the
debtor’s (s’) creditworthiness, includ-
ing a review of a current credit re-
port(s) on the debtor(s), the terms of
repayment of any loan may, by written
agreement between the holder and
debtor(s), be extended in the event of
default, to avoid imminent default, or
in any other case where the prior ap-
proval of the Secretary is obtained. Ex-
cept with the prior approval of the Sec-
retary, no such extension shall set a
rate of amortization less than that suf-
ficient to fully amortize at least 80 per-
cent of the loan balance so extended
within the maximum maturity pre-
scribed for loans of its class.

(b) In the event of a partial prepay-
ment pursuant to §36.4211, the balance
of the indebtedness may, by written
agreement between the holder and the
debtor(s), be reamortized, provided the
reamortization schedule will result in
full repayment of the loan within the
original maturity, and provided the
debtor(s) is (are) a reasonable credit
risk(s), as determined by the holder
based upon review of the debtor’s (8)
creditworthiness, including a review of
a current credit report(s) on the debt-
or(s).

(c) Unless the prior approval of the
Secretary has been obtained, any ex-
tension or reamortization agreed to by
a holder which relieves any obligor
from liability will release the liability
of the Secretary under the guaranty on
the entire loan. However, if such re-
lease of liability of an obligor results
through operation of law by reason of
an extension or other act of forbear-
ance, the liability of the Secretary as
guarantor will not be affected thereby,
Provided, The required lien is main-
tained and the title holder is and will
remain liable for the payment of the
indebtedness: And further provided,
That if such extension or act of for-
bearance will result in the release of
the veteran, all delinquent install-
ments, plus any foreclosure expenses
which may have been incurred, shall
have been fully paid.

(d) The holder shall promptly forward
to the Secretary an advice of the terms
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of any agreement effecting a re-
amortization or extension of a guaran-
teed loan, together with cop(y)(ies) of
the credit report(s) obtained on the
debtor(s).

(Authority: 38 U.S.C. 3712)

[36 FR 1253, Jan. 27, 1971, as amended at 53
FR 34295, Sept. 6, 1988]

§36.4280 Reporting of defaults.

The holder of any guaranteed loan
shall give notice to the Secretary with-
in 15 days after any debtor:

(a) Is in default by reason of non-
payment of two full installments; or

(b) Is in default by failing to comply
with any other covenant or obligation
of such guaranteed loan which failure
persists for a continuing period of 60
days after demand for compliance
therewith has been made, except that if
the default is due to nonpayment of
real estate taxes, the notice shall not
be required until the failure to pay
when due has persisted for a continuing
period of 120 days.

(¢c) In the event any failure of the
months or for more than 1 month on an
extended loan, the holder may then or
thereafter give the notice in the man-
ner described in paragraph (e) of this
section.

(d) The notice prescribed in para-
graph (e) of this section may be sub-
mitted prior to the time prescribed in
paragraph (c) of this section in any
case where any material prejudice to
the rights of the holder or to the Sec-
retary or hazard to the security war-
rants more prompt action.

(e) Except upon the express waiver of
the Secretary, a holder shall not begin
proceedings in court or give notice of
sale under power of sale, repossess the
security, or accelerate the loan, or oth-
erwise take steps to terminate the
debtor’s rights in the security until the
expiration of 30 days after delivery by
certified mail to the Secretary of a no-
tice of intention to take such action;
provided, that immediate action as re-
quired under 38 CFR 36.4278(1) may be
taken if the property to be affected
thereby has been abandoned by the
debtor, or has been or may be other-
wise subjected to extraordinary waste
or hazard.
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